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FIRE  SAFETY  EQUIPMENT  IN  HEALTH 

CARE  FACILITIES 

Insurance  of  Loans 

The  Department  of  Housing  and  Urban 
Development  is  considering  amending 
Subtitle  B  of  Title  24  of  the  Code  of 
Federal  Regulations,  Chapter  n,  Sub¬ 
chapter  B,  Part  201,  “Property  Improve¬ 
ment  and  Mobile  Home  Loans,”  by  add¬ 
ing  a  new  Subpart  C,  “Loans  to  Finance 
the  Purchase  and  Installation  of  Fire 
Safety  Equipment,”  in  nursing  homes, 
extended  health  care  facilities,  inter¬ 
mediate  care  health  facilities,  and  other 
comparable  health  care  facilities.  The 
amendments  will  implement  section  309 

(b)  (1) ,  (3)  of  the  Housing  and  Commu¬ 
nity  Development  Act  of  1974,  Pub.  L.  93- 
383,  which  provides  for  Insurance  of  fi¬ 
nancial  institutions  in  the  making  of 
loans  to  finance  the  purchase  and  instal¬ 
lation  of  fire  safety  equipment  in  health 
care  facilities. 

Interested  persons  are  invited  to  par¬ 
ticipate  in  the  making  of  the  proposed 
rule  by  submitting  written  data,  'dews, 
or  statements  with  regard  to  the  pro¬ 
posed  regulations.  Commimications 
should  be  addressed  to  the  Rules  Docket 
Clerk,  Office  of  the  Secretary,  Room 
10141,  Department  of  Housing  and  Urban 
Development,  451  Seventh  Street,  SW., 
Washington,  D.C.  20410.  All  relevant  ma¬ 
terial  received  by  October  29,  1976,  will 
be  considered  before  adoption  of  a  final 
rule.  A  c<H)y  of  each  communication  will 
be  available  for  public  inspection  during 
regular  business  hours  at  the  above 
address. 

The  Department  has  determined  that 
this  amendment  would  not  have  a  sub¬ 
stantial  environmental  Impact  and  a 
Finding  of  Inapplicability  is  available  In 
the  office  of  the  Rules  Docket  Clerk  at 
the  above  address. 

The  proposed  amendments  are  as  fol¬ 
lows: 

1.  In  S  201.12,  paragraph  (b)  is  pro¬ 
posed  to  be  amended  to  read  as  follows: 

§  201.12  Insurance  reserv  e.  , 

•  *  •  •  • 

(b)  There  shall  be  maintained  for 
each  Insured  a  general  Insurance  re¬ 
serve  which  shall  equal  10  percent  of  the 
aggregate  amount  advanced  on  all  eligi¬ 
ble  loans  originated  by  such  insured  pur¬ 
suant  to  the  provisions  of  the  regulations 
In  Subpart  A,  B,  and  C  *  •  •  of  this  Part 
on  and  after  March  1,  1950,  and  prior 
to  the  expiration  of  the  Secretary’s  au¬ 
thority  to  Insure  under  the  provisions  of 
this  Act,  less  the  amount  of  all  claims 
approved  for  payment  by  the  Secretary 
in  connection  with  such  loans  and  less 
the  amount  of  any  adjustments  made 
pursuant  to  paragraph  (c)  of  this 
sectloiL 


2.  In  Part  201  a  new  Subpart  C  is  pro¬ 
posed  to  be  added  to  read  as  follows: 

Subpart  C — Loans  To  Financa  tha  Purchasa  and 
Installation  of  Safety  Equipment 

Sec. 

201.1105  Purpose  of  subpart. 

201.1110  Definitions. 

Maximum  Loan,  Fees  and  Charges 

201.1115  Maximum  and  minimum  loan 
amount. 

201.1120  Method  of  loan  payment  and 
amortization  period. 

201.1125  Application  and  application  fee. 
201.1130  Maximum  charges. 

Eligible  Borrowers 

201.1135  Eligible  borrower. 

201.1140  Property  requirements. 

Title 

201 .1 145  Eligibility  of  title. 

Loan  Requirements 

201 .1 150  Note  and  security  form. 

201.1155  Cost  of  recording  security. 

201.1160  Default  provision . 

201.1165  Late  charges. 

201.1170  Security. 

201.1175  Validity  and  enforceability  of  loan. 
201.1180  Lien  on  real  estate. 

201.1185  Prepayment  privilege  and  prepay¬ 
ment  charge. 

201.1190  Refinancing. 

Form  of  Contract 
201.1195  Contract  requirements. 

Special  Requirements 
201.1200  Discrimination  prohibited. 

Rights  and  Duties  or  Lender 

201.1205  Servicing  and  collection. 

201.1210  Administrative  reports  and  exami¬ 
nations. 

201.1215  Election  by  lender. 

Insurance  Charge  Requirements 

201 .1220  Rate  of  insurance  charge. 

201.1225  Insurance  charge  adjustments  on 
transfers. 

201.1230  Refund  or  abatement  of  Insurance 
charge. 

201 .1235  Insurance  charge  to  borrower. 
201.1240  Insurance  reserve. 

Loan  Reporting 
201 .1245  Report  of  loans. 

Claims 

201.1250  Claims. 

201.1255  Maximum  claim  period. 

201.1260  Date  of  default.  ' 

201.1265  Amount  of  claim. 

Flood  Insurance 

201.1270  Flood  Insurance. 

Incontestability 

201.1,275  Incontestability  of  claim  pay¬ 
ments. 

Amendments 

201.1280  Amendment  and  effect. 

Authority:  Sec.  7(d)  79  Stat.  670  (42 
U.S.C.  3536(d) );  sec.  2, 48  Stat.  1246, 12  U.S.C. 
1703  as  amended  by  PL.  93-383. 

Subpart  C — Loans  To  Finance  the  Purchase 
and  Installation  of  Fire  Safety  Equipment 

§  201.1105  Purpose  of  subpart. 

The  provisions  of  this  Subpart  contain 
the  requirements  ufider  which  an  insured 
financial  institution  may  obtain  insur¬ 


ance  of  loans  made  for  the  purchase  and 
Installation  of  fire  safety  equipment  for 
nursing  hofiies,  extended  health  care  fa¬ 
cilities,  Intermediate  health  care  facil- 
Ittes  and  other  comparable  health  care 
facilities. 

§  201.1110  Definitions. 

As  used  in  the  regulations  in  this  Sub- 
part  the  following  terms  shall  have  the 
meaning  indicated. 

(a)  “Secretary”  means  the  Secretary 
of  Housing  and  Urban  Development  or  a 
HUD  official  delegated  the  Secretary’s 
authority  with  respect  to  the  Act. 

(b)  “Contract  of  insurance”  includes 
all  of  the  provisions  of  the  regulations  in 
this  subpart,  §  201.12  and  the  applicable 
provisions  of  the  Act. 

(c)  “Form”  means  a  document  which 
is  approved  by  or  satisfactory  to  the 
Secretary. 

(d)  “Insured”  means  an  approved  fi¬ 
nancial  institution  holding  a  contract  of 
insurance  under  Title  I  of  the  Act. 

(e)  “Loan”  means  an  advance  of  funds 
or  credit  or  the  purchase  of  an  obligation. 

(f )  “Note”  means  a  note,  bond,  or  other 
obligation  that  is  evidence  of  indebted¬ 
ness. 

(g)  “Fire  safety  equipment”  means 
any  device  or  facility  which  is  designed 
to  reduce  the  risk  of  death,  personal  in¬ 
jury  or  property  damage  resulting  from 
fire  in  nursing  homes,  extended  health 
care  facilities,  and  intermediate  health 
care  facilities,  or  other  comparable  health 
care  facilities,  which  are  provided  for  or 
required  under  the  1973  edition  of  the 
Life  Safety  Code  of  the  National  Fire 
Protection  Association  (NFPA-101-73) , 
and  NFPA-13-1973,  Standards  for  Instal¬ 
lation  of  Smrinkler  Systems. 

(h)  “Nursing  home”  means  a  proprie¬ 
tary  facility  or  facility  of  a  private  non¬ 
profit  corporation  or  association  licensed 
or  regulated  by  the  State  (qr  if  there  is 
no  state  law  providing  for  licensing  and 
regulation  by  the  State,  by  the  munici¬ 
pality  or  other  political  subdivision  in 
which  the  facility  is  located) ,  for  the  ac¬ 
commodation  of  convalescents  or  other 
persons  who  are  not  acutely  ill  and  not 
in  need  of  hospital  care  but  who  require 
skilled  nursing  care  and  related  medical 
services,  in  which  such  nursing  care  and 
related  medical  services  are  prescribed 
by,  or  are  performed  under  the  general 
direction  of  the  persons  licensed  to  pro¬ 
vide  such  dare  or  services  in  accordance 
with  the  laws  of  the  State  where  the  fa¬ 
cility  is  located. 

(i)  “Intermediate  care  facility”  means 
a  proprietary  facility  or  facility  of  a  pri¬ 
vate  non-profit  corporation  or  association 
licensed  or  regulated  by  the  State  (or  if 
there  is  no  State  law  providing  for  such 
licensing  and  regulation  by  the  State,  by 
the  municipality  or  the  political  subdivi¬ 
sion  in  which  the  facility  is  located) ,  for 
the  accommodation  of  persons  who,  be¬ 
cause  of  incapacitating  infirmities,  re¬ 
quire  minimum  but  continuous  care  but 
are  not  In  need  of  continuous  medical 
care  or  nursing  services. 

(j)  “Extended  health  care  facility’* 
means  a  health  care  facility  providing 
community  service  for  inpatient  care  for 
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convalescents  or  chronic  disease  patients 
who  require  skilled  nursing  care  and  re¬ 
lated  medical  services. 

(k)  “State’'  means  any  State  of  the 
United  States,  Puerto  Rico,  the  District 
of  Columbia,  Guam,  the  Trust  Territory 
of  the  Pacific  Islands,  and  the  Virgin 
Islands. 

(l)  “Fire  safety  loan”  means  any  form 
of  secured  obligation  as  may  be  deter¬ 
mined  by  the  Secretary  to  be  eligible  for 
insurance  under  this  subpart. 

(m)  “Equipment  cost”  means  the  rea¬ 
sonable  cost  of  “fire  safety  equipment,” 
fully  installed,  as  evidenced  by  a  legally 
binding  contract  between  the  borrower 
and  the  contractor. 

(n)  “Insured  loan  maturity”  means  the 
date  on  which  the  loan  indebtedness 
would  be  extinguished  if  paid  in  accord¬ 
ance  with  periodic  payments  provided  for 
in  the  loan  instrument  or  instnunents. 

(o)  “Borrower”  means  an  owner  of  a 
health  care  facility  who  applies  for  and 
receives  a  loan  in  reliance  upon  the  pro¬ 
visions  of  the  Act. 

(p)  “Health  care  facility”  means  a 
“nursing  home”,  “intermediate  care  fa¬ 
cility”,  “extended  health  care  facility”, 
or  other  comparable  facility. 

(q)  “Actuarial  method”  means  the 
method  of  allocating  payments  made  on 
an  obligation  between  the  amount  fi¬ 
nanced  and  the  amount  of  the  finance 
charge,  pursuant  to  which  a  payment  is 
applied  first  to  the  accumulated  finance 
charge  and  the  balance  is  applied  to  the 
impaid  amount  financed. 

(r)  “Act”  means  the  National  Housing 
Act,  as  amended,  12  U.S.C.  1703. 

Maximum  Loans,  Fees  and' Charges 

§  201.11  IS  Maximum  and  minimum 
loan  amounts. 

The  principal  amount  of  the  loan  shall 
not  exceed  the  actual  cost  of  the  fire  safe¬ 
ty  equipment,  including  the  cost  of  in¬ 
stallation,  or  $50,000,  whichever  sum  is 
the  lesser.  The  minimum  principal 
amount  shall  be  $10,000. 

§  201.1120  Method  of  loan  payment  and 
amortization  period. 

(a)  Monthly  payments.  The  loan  shall 
provide  for  equal  monthly  payments  in 
accordance  with  amortization  tables  pro¬ 
vided  by  the  Secretary. 

(b)  Amortization  period.  The  term  of 
the  loan  shall  not  exceed  25  years  and 
32  days. 

§  201.1 12S  Application  and  application 
fee. 

(a)  Prior  approval.  An  application  for 
insurance  of  a  fire  safety  loan  under  this 
part  shall  be  considered  only  in  connec¬ 
tion  with  a  proposal  which  has  been  ap¬ 
proved  by  the  Fire  Safety  Marshall  or 
other  state  or  local  official  or  agency,  or 
other  authority  having  primary  responsi¬ 
bility  or  jurisdiction  for  the  fire  safety 
requirements  of  the  health  care  facility. 

(b)  Filing  of  application.  An  appli¬ 
cation  for  insurance  of  a  fire  safety  loan 
for  a  nursing  home  or  intermediate  care 
facility,  extended  health  care  facility,  or 
other  comparable  health  care  facility 


shall  be  submitted  on  an  approved  form 
by  an  approved  lender  and  the  owners 
of  such  facility  to  the  local  HUD  office, 
for  prior  credit  approval.  It  shall  be  ac¬ 
companied  by  a  proposal  meeting  the  re¬ 
quirements  of  paragraph  (a)  of  this 
section,  and  a  copy  of  the  contract  be¬ 
tween  the  borrowers  ana  the  contractor. 
Upon  approval  of  the  application,  a  let¬ 
ter  shall  be -issued  by  the  Secretary  set¬ 
ting  forth  the  terms  and  conditions  upon 
which  the  fire  safety  loan  will  be  deemed 
eligible  for  loan  insurance. 

§201.1130  Maximum  charges. 

(a)  The  loan  shall  bear  interest  at  the 
rate  agreed  upon  by  the  borrower  and 
lender,  which  rate  shall  not  exceed  eleven 
(11)  percent  per  annum. 

(b)  The  loan  shall  be  payable  in  equal 
monthly  installments  which  shall  in¬ 
clude: 

(1)  Insurance  charges  payable  to  the 
Secretary  by  the  lender. 

(2)  Interest  on  the  loan. 

(3)  Amortization  of  the  principal 
amount  of  the  loan. 

(c)  The  lender  may  collect  from  the 
borrower  an  amount  of  the  fees  provided 
for  in  this  Subpart.  The  lender  may  also 
collect  from  the  borrower  an  initial 
service  charge  in  an  amoimt  not  to  ex¬ 
ceed  one  and  one -half  percent  of  the 
original  principal  amount  of  the  loan  to 
reimburse  the  lender  for  the  cost  of 
originating  and  closing  the  transaction. 
Any  additional  charges  shall  be  subject 
to  the  prior  written  approval  of  the  Sec¬ 
retary. 

Eligible  Borrow-ers 
§201.1135  Eligible  borrowers. 

In  order  to  be  eligible  as  a  borrower 
under  this  subpart  the  applicant  shall  be 
an  owner  of  a  niursing  home,  extended 
health  care  facility,  intermediate  care 
facility  or  other  comparable  health  care 
facility  where  the  installation  of  fire 
safety  equipment  in  such  facility  is  pro¬ 
vided  for  or  required  by  the  fire  safety 
requirements  of  the  1973  Life  Safety 
Code  of  the  National  Fire  Protection  As¬ 
sociation  (NFPA-1 01-73)  or  NFPA-13- 
1973,  Standard  for  the  Installation  of 
Sprinkler  Systems. 

Property  Requirements 
§  201.1140  Eligibility  of  property.'^ 

(a)  A  health  facility  to  be  eligible  for 
insurance  shall  be  real  estate  held: 

(1)  In  fee  simple;  or 

(2)  [Reserved.] 

(3)  [Reserved.] 

(b)  The  health  care  facility  must  be 
owned  by  an  eligible  borrower  as  herein 
defined  and  must,  at  the  time  the  loan 
is  insured,  be  free  and  clear  of  all  liens 
other  than  those  specifically  approved 
by  the  Secretary. 

Title 

§  201.1145  Eligibility  of  title. 

(a)  The  lender  shall  determine  that 
the  title  to  the  real  property  to  be  im¬ 
proved  is  vested  in  the  borrower  as  of 
the  date  of  the  loan  application. 


(b)  Reliance  on  credit  application.  An 
insured  acting  in  good  faith  may,  in  the 
absence  of  information,  to  the  contrary, 
rely  upon  all  statements  of  facts  made 
by  the  borrower,  which  are  called  for  by 
the  borrower’s  credit  application,  in  de¬ 
termining  the  eligibility  of  the  loan. 

Loan  Requirements 
§  201.1150  Note  and  security  form. 

The  lender  shall  present  for  insurance 
a  note  and  seciurity  instrument  or  in¬ 
struments,  on  forms  approved  by  the 
Secretary  for  use  in  the  jurisdiction  in 
which  the  property  to  be  improved  is 
located. 

§  201.1155  Costs  of  recording  security. 

The  insured  may  collect  from  the  bor¬ 
rower  the  following  expenses  actually 
incurred  by  the  insured  in  connection 
with  the  transaction:  Recording  fees, 
fees  necessary  to  maintain  the  validity 
of  the  lien,  documentary  stamp  taxes, 
title  examination  charge,  and  hazard 
insurance  premiums,  provided  that  such 
costs  or  expenses  are  not  paid  from  the 
proceeds  of  the  loan  or  included  in  the 
face  amount  of  the  note.  Such  Costs  or 
expenses  shall  not  be  included  by  the 
insured  as  a  portion  of  a  claim  luider 
the  contract  of  insurance  and,  if  such 
costs  or  expenses  are  assessed  against 
the  borrower,  proper  evidence  thereof 
shall  be  maintained  in  the  file. 

§  201.1160  Default  provision. 

The  obligation  shall  contain  a  provi¬ 
sion  for  acceleration  of  maturity,  at  the 
option  of  the  holder,  upon  default  in  the 
payment  of  any  installment. 

§  201.1165  Late  charges. 

’The  obligation  may  provide  for  a  late 
charge  not  to  exceed  5%  per  $1  of  each 
installation  more  than  10  days  in  ar¬ 
rears.  No  late  charge  in  excess  of 
$50  may  be  made  on  any  past  due 
installation. 

§  201.1170  Security. 

(a)  All  states  except  Louisiana.  ’The 
loan  shall  be  secured  by  a  properly  re¬ 
corded  and  perfected  financing  statement 
and  security  agreement  covering  the  fire 
safety  equipment,  which  shall  be  per¬ 
fected  in  the  manner  specified  by  the 
Uniform  Commercial  Code  as  adopted  in 
each  state.  If  prior  liens  on  the  under¬ 
lying  realty  by  separation  of  law  attach 
to  the  fire  safety  equipment,  the  Secre¬ 
tary  or  the  lender  may  require  that  the 
borrower  obtain  a  subordination  agree¬ 
ment  or  a  disclaimer  from  the  holder  of 
the  prior  lien. 

(b)  Louisiana.  ’The  loan  shall  be  se¬ 
cured  by  a  chattel  mortgage  covering  the 
fire  safety  equipment,  which  shall  be 
filed  or  recorded  as  required  by  state  law. 
If  prior  liens  on  the  underlying  realty 
attach  to  the  collateral,  the  Secretary  or 
the  lender  may  require  that  a  severance 
agreement  be  obtained  from  each  person, 
other  than  the  borrower,  having  any  in¬ 
terest  in  the  real  estate  on  which  the 
fire  safety  equipment  Is  Installed. 
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§  201.1175  Validity  and  enforceability 
of  loan. 

The  obligation  shall  bear  the  graulne 
signature  of  the  borrower  as*  maker,  shall 
be  valid  and  enforceable  against  the 
borrower  or  borrowers  and  shall  be  com¬ 
plete  and  r^nlar  on  its  face.  The  sig¬ 
natures  of  all  parties  to  the  obligation 
must  be  genuine.  K  the  obligation  is  ex¬ 
ecuted  for  and  on  behalf  of  a  corporation 
or  trust,  the  note  must  create  a  binding 
obligation  of  the  principal. 

The  obligation  shall  be  secured  by  a 
properly  recorded  and  perfected  financ¬ 
ing  statement  and  security  agreemoit  or 
chattel  mortgage  which  creates  a  first 
lien  against  the  fire  safety  equii»nent. 

§  201.1180  Lien  on  real  estate. 

As  additional  security,  a  recorded  lien 
on  the  improved  real  estate  shall  be  re¬ 
quired  for  any  loan  of  $25,000  or  more. 
The  lien  shall  be  in  the  form  of  a  real 
estate  mortgage,  deed  of  trust  or  other 
form  of  security  instrument  approved 
by  the  Commissioner. 

§  201.1185  Prepayment  privilege  and 
prepayment  charge. 

The  security  instrument  shall  contain 
a  provision  permitting  prepayment  of 
the  loan  in  whole  or  in  part  upon  any 
date  a  payment  is  due,  i^ter  giving  the 
lender  30  days’  advance  written  notice, 
and  it  may  contain  a  provision  with  the 
approval  of  the  Secretary  for  a  reason¬ 
able  charge  in  the  event  of  prepayment. 

§  201.1190  Refinancing. 

A  new  obligation  entered  into  for  the 
piurpose  of  liquidating  a  loan  previously 
reported  for  insurance  may  be  insured, 
if  such  new  loan  meets  the  requirements 
of  this  Subpart  and  if  the  term  of  the 
new  loan  does  not  exceed  25  years  and 
32  days  from  the  date  of  the  original 
loan.  The  full  amount  of  any  unearned 
financing  charge  on  the  original  obliga¬ 
tion  shall  be  refunded  to  the  borrower. 
The  earned  charge  shall  be  calculated 
by  the  actuarial  method.  The  borrower 
may  be  assessed  a  handling  charge  of  not 
more  than  $500  in  connection  with  the 
refinancing. 

Form  of  Contract 
§201.1195  Contract  rcquiremcnl!*. 

(a)  The  contract  between  the  mort¬ 
gagor  and  the  contractor  shall  be  a  lump 
sum  contract  for  a  specified  amoimt.  The 
contract  shall  include  only  the  cost  of 
fire  safety  equipment,  and  its  installation, 

(b)  [Reserved.] 

(c)  Completion  certificate.  The  insured 
shall  obtain  a  completion  certificate  on  a 
form  approved  by  the  Secretary,  signed 
by  the  borrower  and  by  the  contractor. 

(d)  I7se  of  loan  proceeds.  The  pro¬ 
ceeds  of  a  loan  shall  be  used  only  to 
finance  the  purchase  and  installation  of 
fire  safety  equipment  in  existing  health 
care  facilities,  in  accordance  with  the 
requirements  of  this  Subpart  and  the 
purchase  and  installation  of  the  equip¬ 
ment  must  be  commenced  in  reliance 
upon  the  credit  facilities  afforded  by 
TiUe  I  of  the  Act  — 
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§  201.1200  Discrimination  prohibited. 

Any  contract  or  subcontract  executed 
for  the  installation  of  equh?ment,  or  con¬ 
struction  of  Improvements  to  the  projects 
Shan  provide  that  there  shall  be  no  dis¬ 
crimination  against  any  employee  or 
applicant  for  employment  because  of  sex, 
rddgion,  race,  color,  or  national  origin. 

Rights  and  Duties  of  Lender  Under  the 
Contract  of  Insurance 

§  201.1205  Serv  icing  and  collection. 

The  insured  shall  service  loans  in  ac¬ 
cordance  with  Uie  accepted  practices  of 
prudent  lending  institutions.  The  in¬ 
sured  shall  have  adequate  facilities  for 
contacting  the  borrower  in  the  event  of 
default  and  shall  otherwise  exercise  dili¬ 
gence  in  collecting  the  amount  due.  The 
insured  shall  remain  responsible  to  the 
Secretary  for  proper  collection  efforts, 
even  though  the  actual  servicing  and 
collection  may  be  performed  by  an  agent 
of  such  insured. 

§  201.1210  Adminiittralive  reports  and 

examinations. 

The  Secretary  may  at  any  time  call 
upon  an  insured  for  such  reports  as  the 
Secretary  may  deem  to  be  necessary  in 
connection  with  the  regulations  in  this 
Subpart.  The  Secretary  may  inspect  the 
books  or  accounts  of  the  Insured  as  they 
pertain  to  the  loans  reported  for  insur¬ 
ance. 

§  201.1215  Election  by  lender. 

Upon  default,  the  lender  may  either 
elect  to  assign  the  loan  to  the  Secretary 
in  exchange  for  the  pjayment  of  insur¬ 
ance  benefits  or  may  exercise  its  rights 
under  the  note  and  security  instrument 
or  instruments  in  lieu  of  making  a  claim 
for  insurance  benefits.  If  the  lender 
elects  the  latter  course,  the  Secretary 
shall  be  so  notified,  and  insurance  cov¬ 
erage  shall  be  deemed  terminated,  at  the 
discretion  of  the  Secretary. 

Insurance  Charge  Requirements 
§  201.1220  Rate  of  insurance  charge. 

(a)  First  premium.  The  insured  shall 
pay  to  the  Secretary  by  check  or  draft 
an  insurance  premium  equal  to  ninety 
one  hundredths  (0.90)  of  one  percent  of 
the  net  proceeds  of  any  eligible  loan  re¬ 
ported  and  acknowledged  for  insurance. 
Payments  shall  be  due  within  twenty- 
five  (25)  days  of  the  Secretary’s  acknow¬ 
ledgment  of  the  loan  report. 

(b)  Annual  insurance  premium.  The 
second  and  succeeding  installments  shall 
be  paid  by  check  or  draft  within  twenty- 
five  (25)  days  after  billing  by  the  Secre¬ 
tary  on  an  annual  b^is.  _ 

(c)  Calculation  of  premiums.  Premi¬ 
ums  payable  after  the  first  premium  pay¬ 
ment  shall  be  equal  to  ninety  one  hun¬ 
dredths  (0.90)  of  one  percent  of  the  av¬ 
erage  outstanding  principal  balance  cal¬ 
culated  in  accordance  with  the  amortiza^', 
tion  schedule  without  taking  into  ac- 
coimt  delinquent  payments  or  prepay¬ 
ments. 


§  201.1225  Insurance  charge  adjust¬ 
ments  on  transfers. 

Where  there  is  a  transfer  of  obhgation 
between  the  insured  lenders  and  the  in¬ 
surance  charge  on  such  obligation  has 
already  been  paid,  any  adjustment  .of 
such  charge  shall  be  made  by  the  lenders 
involved,  except  that  any  tmpaid  install¬ 
ments  of  the  insurance  charge  shall  be 
paid  by  the  purchasing  lender. 

§  201.1230  Refund  or  abatement  of  in¬ 
surance  charge. 

An  insured  shall  be  entitled  to  a  refund 
or  abatement  of  insurance  charged  only 
in  the  following  instances: 

(a)  Where  the  obligation  has  been  re¬ 
financed,  the  unearned  portion  of  the 
charge  on  the  original  obligation  shall  be 
credited  to  the  charges  on  the  refinanced 
loan. 

(b)  Where  the  obligation  is  prepaid  in 
full  or  an  insurance  claim  is  filed, 
charges  falling  due  after  such  prepay¬ 
ment  or  claim  shall  be  abated. 

(c)  Where  a  loan  (or  portion  thereof) 
is  found  to  be  ineligible  for  insurance, 
charges  paid  on  the  ineligrlble  portion 
shall  be  refunded.  Such  refund  shall  be 
made,  however,  only  if  a  claim  is  denied 
by  the  Secretary  or  the  ineligibility  is  re¬ 
ported  by  the  insured  promptly  upon  dis¬ 
covery.  In  no  event  shall  a  charge  be  re¬ 
funded  on  the  basis  of  a  loan  ineligibility 
where  the  application  for  refund  is  made 
after  the  loan  is  paid  in  full. 

§  201.1235  Insurance  charge  to  bor¬ 
rower. 

The  insurance  charge  paid  by  the  in¬ 
sured  may  be  passed  on  to  the  borrower, 
provided  such  charge  is  fully  disclosed 
to  the  borrower. 

§  201.1240  Insurance  reserve. 

All  of  the  provisions  of  §  201.12  with 
respect  to  maintenance  for  each  insured 
lender  of  a  general  reserve  shall  apply 
with  respect  to  loans  reported  for  insur¬ 
ance  under  this  subptart.  The  aggregate 
amount  of  loans  advanced  by  an  insured 
lender,  for  the  purpose  of  determining 
its  general  insurance  reserve,  shall  in¬ 
clude  loans  reported  for  insurance  under 
Subparts  A,  B,  and  C  of  this  part. 

Loan  Reports 

§  201.1215  Report  of  loans. 

(a)  Date  of  reports.  A  loan  report  on 
the  prescribed  form  shall  be  transmitted 
to  the  Federal  Housing  Administration 
at  Washington,  D.C.,  within  31  days  from 
the  following  dates: 

(1)  In  the  case  of  an  original  loan,  the 
date  of  the  loan  or  the  date  upon  which 
it  was  purchased  by  the  insured. 

(2)  In  the  case  of  a  refinancing,  the 
date  of  the  refinancing  loan. 

(3)  In  the  case  of  a  transfer  of  the 
loan  to  another  Insured  lender,  the  date 
of  the  transfer. 

(b)  Late  reports.  If  the  loan  is  current, 
the  Secretary  may  in  his  discretion,  ac¬ 
cept  a  late  report  on  a  loan  where  the 
insured  certifies  that  the  obligation  is 
not  in  default. 
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(c)  Transfer  of  loan  between  insured 
lenders.  All  of  the  provisions  of  S  201.12 
(d)  governing  the  transfer  of  loans  be¬ 
tween  Insured  lenders  shall  apply  to 
loans  Insured  under  this  subpart. 

Claims 

§  201.1250  Claims. 

(a)  Claim  application.  Claim  for  re¬ 
imbursement  for  loss  on  an  eligible  loan 
shall  be  made  on  a  form  approved  by 
the  Secretary  and  executed  by  a  duly 
qualified  officer  of  the  insiured.  The  claim 
shall  be  accompanied  by  the  insured’s 
complete  credit  and  collection  file  per¬ 
taining  to  the  transaction.  Claim  shall 
not  be  filed  by  the  insured  until  after 
default. 

§  201.1255  Maximum  claim  period. 

Claim  shall  be  filed  no  later  than  9 
months  and  31  days  after  the  due  date 
of  the  earliest  fully  unpaid  installment 
provided  for  in  the  obligation  unless  an 
extension  is  requested  and  approved  by 
the  Secretary.. 

§  201.1260  Date  of  default. 

For  the  purpose  of  determining  the 
date  of  default,  any  payments  received 
on  an  account,  including  payment  of 
judgments  predicated  thereon,  shall 
be  applied  to  the  earliest  unpaid 
installment. 

§  201.1265  Amount  of  claim. 

(a)  An  insured  may  be  reimbursed  for 
its  losses  on  loans  made  in  accordance 
with  the  regulations  imder  this  subpart, 
up  to  the  amount  of  its  general  insur¬ 
ance  reserve.  The  amount  of  the  reim¬ 
bursement  is  determined  by  following 
the  computation  steps  in  subparagraphs 

(1),  (2),  (3),  and  (4)  of  this  paragraph 
as  follows: 

(1)  90  percent  of  the  net  unpaid 
amount  of  the  loan  actually  made 
or  90  percent  of  the  actual  purchase  price 
of  the  note,  whichever  is  the  lesser. 

(2)  90  percent  of  the  uncollected  in¬ 
terest  earned  up  to  the  date  of  default 
calculated  according  to  the  actuarial 
method,  plus  90  percent  of  the  interest 
computed  at  7  percent  per  annum  on  the 
outstanding  balance,  computed  from  the 
date  of  default: 

(i)  To  either  the  date  of  the  claim 
application  or  for  a  period  of  9  months 
and  31  days  following  such  default  date, 
whichever  period  of  time  is  the  lesser,  or 


<ii)  To  the  date  of  certification  of  the 
claim  for  pasunent  in  a  case  where  an 
otherwise  eligible  claim  has  been  held  in 
suspense  by  the  Secretary  pending  a  de¬ 
termination  of  the  eligibility  for  insur¬ 
ance  of  other  claims  or  loans,  or  by  an 
investigation  of  the  insured’s  loan  or 
claim  activities. 

(3)  Uncollected  court  costs,  if  any,  in¬ 
cluding  fees  paid  for  issuing,  servicing, 
and  filing  summons. 

(4)  Attorney’s  fees,  if  any,  actually 
paid  not  exceeding  $250. 

(i)  Actual  costs  and  expenses  in  re¬ 
cording  of  assignments  of  security  to  the 
United  States. 

(b)  Assignment  of  documents.  The 
note  and  any  security  held  or  judgment 
taken  must  be  assigned  in  its  entirety;  if 
a  claim  has  been  filed  in  bankruptcy,  in¬ 
solvency,  or  probate  proceedings,  such 
claims  shall  likewise  be.  assigned  to  the 
United  States  of  America. 

(c)  Form  of  assignment.  The  follow¬ 
ing  form  of  assignment  properly  dated 
shall  be  used  in  assigning  a  note,  financ¬ 
ing  statement,  security  agreement,  judg¬ 
ment.  real  estate  mortgage,  deed  of  trust, 
conditional  sales  contract,  chattel  mort¬ 
gage,  mechanic’s  lien,  or  any  other  se¬ 
curity  device  in  event  of  claim: 

All  right,  title,  and  Interest  of  the  under¬ 
signed  is  hereby  assigned  (without  warranty, 
except  that  the  note  qualifies  for  insurance) 
to  the  United  States  of  America. 


Financial  Institution 

By - - 

Title- . . . . 

Date _ _ _ 

Provided,  That  if  this  form  is  not  valid  or 
generally  acceptable  In  the  jurisdiction  In¬ 
volved,  a  form  which  is  valid  and  generaily 
acceptable  shall  be  used. 

§  201.1270  Flood  insurance. 

(a)  Flood  insurance  coverage  is  re¬ 
quired  as  a  condition  of  obtaining  or  re¬ 
financing  a  loan  when  the  building  to  be 
improved  is  in  an  area  that  has  been 
identified  by  the  Secretary  as  an  area 
having  special  fiood  hazards  and  fiood 
Insurance  for  such  area  has  been  made 
available  under  the  Flood  Disaster  Pro¬ 
tection  Act  of  1973,  as  amended  (Pub.  L. 
93-234)  and  implementing  regulations. 
Title  24,  Chapter  X,  Subchapter  B.  The 
amount  of  fiood  insurance  required  need 
not  exceed  the  outstanding  principal  bal¬ 


ance  of  the  loan  and  need  not  be  re¬ 
quired  beyond  the  term  of  the  loan. 

(b)  On  or  after  July  1,  1975,  or  after 
one  year  following  the  date  of  official 
notification  to  the  chief  executive  officer 
of  the  commimity  of  identification  of 
special  fiood  hazards,  whichever  is  later, 
no  loan  shall  be  made  or  refinanced  if 
the  building  is  located  in  an  area  that 
has  been  identified  by  the  Secretary  as 
an  area  having  special  fiood  hazards 
imless  the  community  in  which  the  area 
is  situated  is  participating  in  the  Na¬ 
tional  Flood  Insurance  Program,  and 
such  insurance  is  obtained  by  the  bor¬ 
rower.  The  amount  of  fiood  insurance 
required  need  not  exceed  the  principal 
balance  of  the  loan  and  need  not  be  re¬ 
quired  beyond  the  term  of  the  loan. 

Incontestability 

§  201.1275  Incontestability  of  claim  pay¬ 
ment. 

Any  payment  for  loss  made  to  an  ap¬ 
proved  financial  institution  shall  be  final 
and  incontestable  after  two  years  from 
the  date  the  claim  was  certified  for  pay¬ 
ment  in  the  absence  of  fraud  or  misrep- 
resentaticm  on  the  part  of  such  institu¬ 
tion,  unless  a  demand  for  repurchase  of 
the  obligation  shall  have  been  made  on 
behalf  of  the  United  States  prior  to  the 
expiration  of  such  two-year  period. 

Amendments 

§  201.1280  Amendment  and  elTect. 

The  regulation  in  this  part  may  be 
amended  by  the  Secretary  at  any  time, 
but  such  amendment  shall  not  adversly 
affect  the  insurance  privileges  of  an  in¬ 
sured  with  respect  to  any  loan  previously 
made  or  in  the  process  of  being  made. 
Unless  otherwise  provided,  an  amend¬ 
ment  shall  be  applicable  to  any  loan  or 
the  refinancing  of  any  loan,  when  the 
loan  is  made  pursuant  to  an  application 
dated  on  or  after  the  effective  date  of 
such  amendment. 

Note. — It  Is  hereby  certified  that  the  eco¬ 
nomic  and  infiationary  impacts  of  this  pro¬ 
posed  regulation  have  been  carefully  evalu¬ 
ated  in  accordance  with  OMB  Circular  A-I07. 

Issued  at  Washington,  D.C.,  Septem¬ 
ber  22,  1976. 

James  L.  Young, 

Assistant  Secretary  for  Housing — 
Federal  Housing  Commissioner. 

(FR  Doc.76-28297  Filed  9-28-76;8:45  am]' 
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